






















































































































































 5DZOVDQGK\EULGFRQWUDFWXDOLVP     































































































































































































































































































































































































 $FWXDOFRQWUDFWXDOLVP      
 $FWXDOFRQWUDFWXDOLVPDQGDSSURDFKHVWRMXVWLFH   
 7ZRYDULDEOHVVFRSHDQGDFFHSWDQFH    
 7KHVKDSHRIDFWXDOFRQWUDFWXDOLVP    
 +REEHV/RFNH1R]LFNDQGDFWXDOFRQWUDFWXDOLVP  






































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































 0RGDOFRQWUDFWXDOLVP      
 :KDW·VGLVWLQFWLYHDERXWPRGDOFRQWUDFWXDOLVP"²WKHTXHVWLRQ 
 :KDW·VGLVWLQFWLYHDERXWPRGDOFRQWUDFWXDOLVP"²WKHDQVZHUV 
 )LUVWRUGHUQRUPDWLYHPRGDOFRQWUDFWXDOLVP   
 0RGDOFRQWUDFWXDOLVPDQGDFWXDOFRQWUDFWXDOLVP   
 7ZRSX]]OHVIRUK\EULGWKHRULVWV     
































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































 ,QWURGXFWLRQ       
 3ROLWLFDO/LEHUDOLVPDQGK\EULGFRQWUDFWXDOLVP   
 7KHEXUGHQVRIMXGJPHQWDVDEDVLVIRUDFWXDOFRQWUDFWXDOLVP 
 7KHK\EULGYLHZDQGWKHDFWXDOFRQWUDFWXDOLVWPRWLYDWLRQ  




















































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































 ,QWURGXFWLRQ       
 7KHSUREOHPRISUDFWLFDOFRQIOLFW     
 6KDUHGSUHPLVHVDQGWKHSULRULW\RIMXVWLFH   
 ,QGRFWULQDWLRQ       
 )DOVHEHOLHIVDQGORRVHEHOLHIV     
 0LVWDNHQLQWHUHVWV       

































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































 ,QWURGXFWLRQ       
 7KHLQIRUPDODUJXPHQWVWDJH     
 7KHLQIRUPDODUJXPHQWVWDJH     
 7KHLQIRUPDODUJXPHQWVWDJH     
 5HFLSURFLW\DQGLPSDUWLDOLW\     




























































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































 7KHK\EULGYLHZDQRYHUYLHZ     
 7KHK\EULGYLHZDQGWKHDFWXDOFRQWUDFWXDOLVWWUDGLWLRQ  
 7KHK\EULGYLHZDQGOHIWOLEHUWDULDQLVP    
 &RQFOXVLRQ       


 7KHK\EULGYLHZDQRYHUYLHZ
7KHILUVWWZRFKDSWHUVRIWKLVWKHVLVZHUHFRQFHUQHGWRGHVFULEHWZRIRUPVRI
UHVSRQVHWRWKHLGHDORILQGLYLGXDOLVWLFMXVWLILFDWLRQZKDW,FDOOHGDFWXDO
FRQWUDFWXDOLVPDQGZKDW,FDOOHGPRGDOFRQWUDFWXDOLVP,QSDUWLFXODU,VRXJKWWR
GLVWLQJXLVKFHUWDLQVWUXFWXUDOFKDUDFWHULVWLFVRIWKHWZRYLHZV$FWXDOFRQWUDFWXDOLVWV
,DUJXHGDUHPDUNHGE\WZRHVVHQWLDOIHDWXUHVWKHVSHFLILFDWLRQRIDPRUDO
EDFNJURXQGDQGWKHVSHFLILFDWLRQRIDOHJLWLPLVLQJSURFHVVRIXQDQLPRXV
DFFHSWDQFH$NH\SRLQWDERXWWKLVOHJLWLPLVLQJSURFHVVLVWKDWLWLQYROYHVDQDSSHDO
WRDQDFWXDOH[HUFLVHRIHDFKLQGLYLGXDO·VDJHQF\LQRUGHUWRMXVWLI\WKHLPSRVLWLRQRI
QHZQRUPV0RVWDFWXDOFRQWUDFWXDOLVWVDOVRJLYHDQDFFRXQWRIWKHPRUDO
FRQFHSWLRQVROHJLWLPLVHG$PRQJWKHVH¶GXDOFRQGLWLRQ·DQG¶PL[HGFRQGLWLRQ·
DFWXDOFRQWUDFWXDOLVWWKHRULHVDUJXHWKDWDWOHDVWDVSHFWVRIWKHPRUDOFRQFHSWLRQWKDW
WKH\DGYRFDWHRXJKWIRUPRUDOUHDVRQVLQGHSHQGHQWRIWKHDFWXDOFRQWUDFWXDOLVW
SURFHVVRIOHJLWLPDWLRQWREHOHJLWLPLVHGYLDWKDWSURFHVV$QGDPRQJWKHVH¶XQLILHG·
WKHRULHVFODLPWKDWWKHUHOHYDQWDVSHFWVRIWKHPRUDOFRQFHSWLRQWKDWWKH\DGYRFDWH
LVOHJLWLPLVHGSUHFLVHO\EHFDXVHWKRVHLQGLYLGXDOVZKRVHDFWXDODFFHSWDQFHLV
 
QHFHVVDU\DFFHSWWKRVHDVSHFWVRIWKDWPRUDOFRQFHSWLRQIRUWKRVHPRUDOUHDVRQV
7KHUHLV,VXJJHVWHGVRPHWKLQJYHU\VDWLVI\LQJDERXWXQLILHGGXDOFRQGLWLRQDFWXDO
FRQWUDFWXDOLVP,WKHQGLVFXVVHGWKHDFWXDOFRQWUDFWXDOLVWYLHZVRI+REEHV/RFNH
DQG1R]LFNLQWKHFRQWH[WSURYLGHGE\WKLVDQDO\VLVDUJXLQJWKDWWKHHPSWLQHVVRI
+REEHV·VPRUDOEDFNJURXQGLQSDUWLFXODUJLYHVKLVYLHZVRPHRIWKHDWWUDFWLRQRID
XQLILHGGXDOFRQGLWLRQYLHZ
$FWXDOFRQWUDFWXDOLVPKDVDFHUWDLQDSSHDODVDQLQWHUSUHWDWLRQRIWKH
LQGLYLGXDOLVWLFMXVWLILFDWRU\LGHDOLQWKDWLWUHTXLUHVUHDOXQDQLPLW\LQLQGLYLGXDOV·
DFWXDOYLHZV,WUHDOLVHVWKHLGHDOE\UHTXLULQJWKDWWKHEDVLVIRUSURSRVHGPRUDO
FRQFHSWLRQVEHDFWXDOO\DFFHSWHGE\HDFKLQGLYLGXDO8QDQLPLW\LVVRPHWKLQJWKDW
HYHQPRGDOFRQWUDFWXDOLVWVVHHDVDQLGHDORILQGLYLGXDOLVWLFMXVWLILFDWLRQDVZHKDYH
VHHQWKH\VRPHWLPHVVXJJHVWLQGHHGWKDWPRGDOFRQWUDFWXDOLVPLVDSSHDOLQJLWVHOI
EHFDXVHLWLVWKHFORVHVWZHFDQUHDOLVWLFDOO\JHWWRLW+RZHYHUWKDWPD\EHPRGDO
FRQWUDFWXDOLVPDOVRPDQLIHVWVWKHIROORZLQJDWWUDFWLRQZKLFKDFWXDOFRQWUDFWXDOLVP
GRHVQRWLWLVFRQFHUQHGIURPWKHVWDUWWKDWPRUDOFRQFHSWLRQVVKRXOGEHREMHFWLYHO\
MXVWLILDEOHQRWMXVWMXVWLILDEOHLQWKHHYHQFRQVLGHUHGRSLQLRQRIHDFKSHUVRQ
0RGDOFRQWUDFWXDOLVPWKHQKDVLWVRZQDWWUDFWLRQVLQGHSHQGHQWO\RIWKHIDFW
WKDWLWSXUSRUWVWRLQWHUSUHWWKHLQGLYLGXDOLVWLFLGHDO,Q&KDSWHU,DUJXHGWKDWZKDW
PDNHVLWDOVRDQLQWHUSUHWDWLRQRIWKDWLGHDOLVLWVLGHQWLILFDWLRQRIWKH,QGLYLGXDOLVW
5HVWULFWLRQRQUHDVRQVIRUWKHUHMHFWLRQRISURSRVHGPRUDOFRQFHSWLRQV7KLV
UHVWULFWLRQUHTXLUHVWKDWDQ\VXFKUHDVRQVDSSHDOWRDSURSRVHGFRQFHSWLRQ·V
LPSOLFDWLRQVIRUVLQJOHLQGLYLGXDOVDQGQRWWRLPSOLFDWLRQVIRUDJJUHJDWLRQVRI
LQGLYLGXDOVRUWRLPSOLFDWLRQVIRUWKHDFKLHYHPHQWRILPSHUVRQDOYDOXHV7KHUHIRUH
LIWKHDFWXDOFRQWUDFWXDOLVWUHDVRQIRUUHMHFWLRQRIDSURSRVHGPRUDOFRQFHSWLRQ³
QDPHO\WKDWVRPHLQGLYLGXDOGRHVQRWDFFHSWLW³FRQIRUPVWRWKH,QGLYLGXDOLVW
 
5HVWULFWLRQZHPLJKWKROGRXWKRSHRIFRPELQLQJWKHFRPSHWLQJDWWUDFWLRQVRI
PRGDODQGDFWXDOFRQWUDFWXDOLVPLQWRDVLQJOH¶K\EULG·YLHZ
$QGWKLVLVLQGHHGWKHFRUHRIWKHYLHZ,KDYHEHHQGHYHORSLQJWKDWWKHUHLVD
PRGDOFRQWUDFWXDOLVWFDVHWREHPDGHIRUWKHQHFHVVDU\FRQGLWLRQRIMXVWLFH
HPSOR\HGE\DFWXDOFRQWUDFWXDOLVWWKHRULHV7KDWFRQGLWLRQLVDFRQGLWLRQRIDFWXDO
DFFHSWDQFHDQGZHFDQGLVFRYHUDPRGDOFRQWUDFWXDOLVWFDVHIRUWKHFRQVWUXDORILW
WKDW,DUJXHGIRUDWWKHHQGRI&KDSWHULQWKH5DZOVLDQLGHDRIWKHEXUGHQVRI
MXGJPHQWDFFRUGLQJWRZKLFKLQGLYLGXDOVFDQDQGGRIDXOWOHVVO\GLIIHULQWKHLU
VLQFHUHDVVHVVPHQWVRIWKHPRUDODQGHWKLFDOIDFWV%HFDXVHRIWKHEXUGHQVRI
MXGJPHQWLWLVXQUHDVRQDEOHWRH[SHFWDSHUVRQWRDFFHSWDPRUDOFRQFHSWLRQEDVHG
RQDPRUDORXWORRNWKDWVKHGRHVQRWDFWXDOO\HQGRUVH
7KLVK\EULGFRQWUDFWXDOLVWYLHZLVSRWHQWLDOO\YHU\DWWUDFWLYH%RWKDFWXDO
FRQWUDFWXDOLVPDQGPRGDOFRQWUDFWXDOLVPKDYHDVZHKDYHVHHQVWURQJDSSHDODV
LQWHUSUHWDWLRQVRIWKHLGHDORILQGLYLGXDOLVWLFMXVWLILFDWLRQDQGWKHK\EULGYLHZ
SURPLVHVWRFRPELQHWKHPERWK³HYHQLQGHHGWRUHDOLVHWKHPPRUHIXOO\WKDQ
HLWKHURIWKHWZRDSSURDFKHVGRHVRQLWVRZQ%XWWKHUHDUHFHUWDLQGLIILFXOWLHV7KH
DSSHDORIDFWXDOFRQWUDFWXDOLVPLVFRPSURPLVHGLILWVVFRSH³WKHFRQVWLWXHQF\RI
WKRVHZKRVHDFWXDODFFHSWDQFHLVQHFHVVDU\IRUWKHMXVWLFHRIDPRUDOFRQFHSWLRQ³LV
UHVWULFWHGLQZD\VZKLFKGRQ·WIROORZIURPWKHEDVLVRIUHTXLULQJDFWXDODFFHSWDQFH
LQWKHILUVWSODFH%XWUHVWULFWLRQVEH\RQGWKRVHZKLFKIROORZIURPWKHEXUGHQVRI
MXGJPHQWEDVLVIRUDFWXDOFRQWUDFWXDOLVPDSSHDUWREHMXVWLILHGE\WKHPRGDO
FRQWUDFWXDOLVWIUDPHZRUNZKLFKXQGHUOLHVWKHFRQGLWLRQRIDFWXDODFFHSWDQFH)RU
PRGDOFRQWUDFWXDOLVWVKDYHQRUHDVRQWREHFRQFHUQHGZLWKWKHDFWXDODFFHSWDQFHRU
UHMHFWLRQRIDSURSRVHGPRUDOFRQFHSWLRQE\WKRVHZKRGRQ·WDFNQRZOHGJHIXUWKHU
WKHPRGDOFRQWUDFWXDOLVWUHDVRQWKDWWKH\KDYHWRILQGDQGFRPSO\ZLWKSULQFLSOHV
 
WKDWHDFKSHUVRQFDQUHDVRQDEO\EHH[SHFWHGWRDFFHSW,FDOOHGWKLVWKHSX]]OHRI
VFRSHUHFRQFLOLDWLRQ
0RUHRYHUDPRQJWKRVHZKRGRDFNQRZOHGJHWKLVPRGDOFRQWUDFWXDOLVWUHDVRQ
ZHIDFHDIXUWKHUGLIILFXOW\ZKLFK,FDOOHGWKHDUELWUDULQHVVSX]]OHLIWKH\SULRULWLVH
WKLVUHDVRQDVLWVHHPVWKDWWKH\VKRXOGDQGZKDWVRPHRQHFDQUHDVRQDEO\EH
H[SHFWHGWRDFFHSWLVMXVWZKDWVKHGRHVDFFHSWWKHQZK\ZRXOGQ·WHDFKSHUVRQEH
UHDG\WRDFFHSWDQ\WKLQJLQRUGHUWRUHDFKDJUHHPHQWDQGVRKDYHFRPSOLHGZLWKWKH
UHDVRQWKDWVKHKDVWRILQGDQGFRPSO\ZLWKSULQFLSOHVWKDWHDFKSHUVRQDFWXDOO\
DFFHSWV":K\LVQ·WDOOZHQHHGIRUFRQVHQVXVPHUHFRRUGLQDWLRQ"
'UDZLQJRQ5DZOV·VZRUN,DUJXHGLQ&KDSWHUWKDWZHFDQPHHWWKHVHWZR
GLIILFXOWLHVE\DIILUPLQJDSDUWLFXODUFRQFHSWLRQRIWKHUROHWKDWWKHPRGDO
FRQWUDFWXDOLVWUHDVRQVKRXOGSOD\LQWKHUHDVRQLQJRIWKRVHZKRDFNQRZOHGJHLW
$FNQRZOHGJLQJLWVKRXOGHQWDLODUHDGLQHVVWRUHFRQVLGHUDQGSHUKDSVPRGLI\RQH·V
MXGJPHQWVDERXWWKHPRUDODQGHWKLFDOIDFWV%XWDUHDGLQHVVWRUHFRQVLGHUGRHVQRW
HQWDLODZLOOLQJQHVVWRDEDQGRQRQH·VMXGJPHQWVLQWKHIDFHRIRWKHUV·UHMHFWLRQRI
WKHP,WFUHDWHVDWHQGHQF\WRZDUGVFRQVHQVXVEXWDFRQVHQVXVGHWHUPLQHGE\WKH
UDQJHRIQRQDUELWUDU\VWDUWLQJSRLQWVUDWKHUWKDQE\DUELWUDU\FRRUGLQDWLRQ
7KLVVROYHVWKHDUELWUDULQHVVSX]]OH,WDOVRDOORZVXVWRVLGHVWHSWKHSX]]OHRI
VFRSHUHFRQFLOLDWLRQ)RUZKDWIROORZVIURPWKHIDFWWKDWVRPHRQHPLJKW
UHDVRQDEO\IDLOWRFKDQJHKHUYLHZDWDOOHYHQWKRXJKVKHDFNQRZOHGJHVWKHPRGDO
FRQWUDFWXDOLVWUHDVRQDQGLQFRUSRUDWHVLWLQWRKHUUHDVRQLQJLVWKLV:H³WKH
WKHRULVWV³PXVWDFNQRZOHGJHWKHSRVVLELOLW\WKDWVRPHRQHZKRIDLOVWRDFNQRZOHGJH
WKHPRGDOFRQWUDFWXDOLVWUHDVRQDQGZKRWKHUHIRUHH[FOXGHVKHUVHOIIURPWKHPRGDO
FRQWUDFWXDOLVW·VVFRSHPLJKWHYHQLIVKHZHUHUHDVRQDEOHFRQWLQXHWRDFFHSWDQG
UHMHFWSUHFLVHO\WKHVDPHPRUDOFRQFHSWLRQVWKDWVKHDFFHSWVDQGUHMHFWVQRZ:H
WKHUHIRUHFDQQRWLJQRUHKHUDFFHSWDQFHDQGUHMHFWLRQVLQFHLWLVSRVVLEOHWKDWVKH
 
FRXOGUHDVRQDEO\UHMHFWWKHPRUDOFRQFHSWLRQZHSURSRVH6RZHKDYHUHDVRQWR
VHHNWKHDFFHSWDQFHRIHYHQWKRVHZKRDUHSULPDIDFLHH[FOXGHGIURPWKHPRGDO
FRQWUDFWXDOLVW·VVFRSH7KXVWKHUHVWULFWLRQLQWKHK\EULGWKHRU\·VVFRSHZKLFK
WKUHDWHQHGWRXQGHUPLQHLWVDELOLW\WRVKDUHWKHDWWUDFWLRQRIVWUDLJKWIRUZDUGO\DFWXDO
FRQWUDFWXDOLVWWKHRULHVLVQRWDIWHUDOOHIIHFWHG
+DYLQJWKXVGLVWLQJXLVKHGWKHIUDPHZRUNRIDK\EULGFRQWUDFWXDOLVWWKHRU\,
WXUQHGWRDQH[DPLQDWLRQRI5DZOV·VODWHUYLHZVLQRUGHUWRILOOWKLVIUDPHZRUNRXW
LQWRDIXOOHJDOLWDULDQYLHZ,VWDUWHGE\FRQVLGHULQJWKHVWUDWHJ\RISROLWLFDO
FRQVWUXFWLYLVPDVDZD\WRDUJXHWKDWLQGLYLGXDOVLQDSOXUDOLVWLFVRFLHW\VXFKDVWKDW
UHJXODWHGE\MXVWLFHDVIDLUQHVVWKHPRUDOFRQFHSWLRQXOWLPDWHO\DGYRFDWHGE\5DZOV
DFWXDOO\DFFHSWWKDWPRUDOFRQFHSWLRQ,QRWHGWKDWDVNLQJDERXWDFWXDODFFHSWDQFH
LQWKH5DZOVLDQVRFLHW\DQGQRRWKHUWKH¶KHDGILUVW·DSSURDFKH[SUHVVHVRXURZQ
DFFHSWDQFHRIDGXDOFRQGLWLRQDFWXDOFRQWUDFWXDOLVPZHVXSSRVHWKDWMXVWLFHDV
IDLUQHVVLVLQGHSHQGHQWO\ZHOOJURXQGHGEXWWKDWWREHMXVWLWPXVWDOVRSDVVWKH
DFWXDOFRQWUDFWXDOLVWWHVWVHWE\WKHK\EULGWKHRU\,QLJQRULQJRWKHUPRUDO
FRQFHSWLRQVWKDWPLJKWEHDFFHSWHGZHPDQLIHVWRXUVXSSRVLWLRQWKDWWKHVHZRXOG
QRWSDVVWKHUHJXODWLYHFRQFHSWLRQWHVWWKDWLVSDUWRIDOOGXDOFRQGLWLRQYLHZV,DOVR
QRWHGWKDWWKHKHDGILUVWDSSURDFKEULQJVZLWKLWWKHDGYDQWDJHRIRXUIDPLOLDULW\
ZLWKWKHQRUPDWLYHYLHZVWKDWDUHOLNHO\WREHKHOGE\LQGLYLGXDOVLQWKH5DZOVLDQ
VRFLHW\WRJHWKHUZLWKWKHGLVDGYDQWDJHWKDWLWPXVWUHVSRQGWRDFFXVDWLRQVWKDWWKH
DFWXDOFRQWUDFWXDOLVWWHVWLVPHWRQO\WKURXJKLQGRFWULQDWLRQ
3ROLWLFDOFRQVWUXFWLYLVPUHOLHVRQWKH¶VKDOORZQHVV·RIWKHIRXQGDWLRQVZHFDQ
JLYHWRMXVWLFHDVIDLUQHVV&DOOLQJWKHPVKDOORZH[SUHVVHVWKHIDFWWKDWWKH\DUH
LPSOLFLWLQDQ¶REMHFWFRQFHSWLRQ·RIVRFLHW\DVDIDLUV\VWHPRIFRRSHUDWLRQEHWZHHQ
UHDVRQDEOHLQGLYLGXDOVZKRKDYHWKHLURZQFRQFHSWLRQVRIWKHJRRGWRSXUVXH
UDWKHUWKDQLQWKHGHHSHUIXQGDPHQWDOMXGJPHQWVWKDWZH³WKHWKHRULVWV³HQGRUVH
 
DIWHURXURZQFRQVLGHUDWLRQRIWKHPRUDOODQGVFDSH7KLVIDFWPDNHVLWSODXVLEOHWR
VXSSRVHWKDWWKH\PLJKWEHVKDUHGE\HDFKSHUVRQ0RUHLPSRUWDQWO\WKRXJKLW
FUHDWHVURRPIRUXVWRVXJJHVWWKDWWKH\PLJKWEHWKHIRFXVRIDQ¶RYHUODSSLQJ
FRQVHQVXV·RIGLIIHUHQWFRPSUHKHQVLYHGRFWULQHV,QDQRYHUODSSLQJFRQVHQVXV
HDFKSHUVRQDIILUPVWKHIRXQGDWLRQVRIMXVWLFHDVIDLUQHVVDQGJLYHVWKHYDOXHVWKDW
WKHSROLWLFDOFRQVWUXFWLYLVWHODERUDWHVIURPWKHPQRUPDWLYHSULRULW\RYHUWKHRWKHU
SDUWVRIKHUFRPSUHKHQVLYHYLHZ:K\VKRXOGZHDJUHHWKDWVXFKDFRQVHQVXV
ZRXOGDULVH",FRQVLGHUHGDQXPEHURIUHDVRQVEHFDXVHZHVXSSRVHWKDWSHRSOHLQ
WKH5DZOVLDQVRFLHW\ZLOOFRQFHLYHRIVRFLHW\LQWKHZD\WKDWSHUPLWVWKHSROLWLFDO
FRQVWUXFWLYLVWSUHVHQWDWLRQRIMXVWLFHDVIDLUQHVVEHFDXVHZHVXSSRVHWKDWSHRSOHDUH
LQJHQHUDOUHDVRQDEOHDQGVRLQFOLQHGWRUHFRQVLGHUYLHZVZKLFKFRQIOLFWZLWKHDFK
RWKHUZKLFKFUHDWHVDWHQGHQF\WRFRQVHQVXVRQVKDUHGHOHPHQWVEHFDXVHRIWKH
IDFWWKDWWKHYDOXHVDVVRFLDWHGZLWKRXUOLIHWRJHWKHULQVRFLHW\DUHVRLPSRUWDQW
JLYHQWKHLGHDWKDWVRFLHW\LVWKH¶JURXQGZRUNRIRXUH[LVWHQFH·DQGEHFDXVHDV,
ZHQWRQWRDUJXHLQ&KDSWHUWKHFRQFHSWRIIDLUQHVVLQYROYHGLQWKHREMHFW
FRQFHSWLRQDQGZKLFKLVWKHEDVLVRIMXVWLFHDVIDLUQHVV·VHJDOLWDULDQLVPLVPRUH
SODXVLEO\DWWULEXWHGWRHDFKSHUVRQWKDQWKHHJDOLWDULDQLVPLWSURGXFHVPLJKWOHDG
RQHWRH[SHFW7KHVHGRQRWFRQVWLWXWHSURRIVWKDWWKHRYHUODSSLQJFRQVHQVXVZLOO
EHVHFXUHGEXWWKH\JLYHXVJURXQGVIRUKRSH7KLVLVQRWREYLRXVO\DIDXOWZLWKWKH
5DZOVLDQK\EULGYLHZDOODFWXDOFRQWUDFWXDOLVWWKHRULHVUHO\WRVRPHH[WHQWXSRQ
VSHFXODWLRQDQGSUHGLFWLRQVUDWKHUWKDQSURRI*RRGJURXQGVIRUWKHSUHGLFWLRQV
DUHWKHPRVWZHFDQDVN
7KHKHDGILUVWDSSURDFKSURYRNHVREMHFWLRQVWKDWMXVWLFHDVIDLUQHVVFDQSDVVWKH
DFWXDOFRQWUDFWXDOLVWWHVWRQO\WKURXJKLQGRFWULQDWLRQDV,PHQWLRQHGDPRPHQWDJR
7KHUHPDLQGHURI&KDSWHUDQDO\VHGDQGUHSOLHGWRWKLVREMHFWLRQ,LGHQWLILHGIRXU
IRUPVWKDWLWPLJKWWDNHDQGDUJXHGWKDWHDFKRQHIDLOV7KHK\EULGYLHZGRHVQRW
 
UHO\RQDQ\RQH·VKDYLQJIDOVHEHOLHIVRURQDQ\RQH·VIDLOLQJWRWKLQNWKURXJKWKHLU
EHOLHIV)RUWKHEHVWUHDVRQVZHFDQWKLQNRIDUHRIIHUHGLQIDYRXURIMXVWLFHDV
IDLUQHVVDVDUHJXODWLYHFRQFHSWLRQDQGDVRFLHW\RIMXVWLFHDVIDLUQHVVPHHWVWKH
FRQGLWLRQRIIXOOSXEOLFLW\ZKHUHE\WKHVHVDPHUHDVRQVDUHPDGHSXEOLFO\DYDLODEOH
0RUHRYHUWKHK\EULGYLHZGRHVQRWUHO\RQDQ\RQH·VDFWLQJDJDLQVWWKHLURZQ
LQWHUHVWV1RWE\WKHVWDQGDUGVRIMXVWLFHDVIDLUQHVVDVWKHFRQFHSWLRQRISULPDU\
JRRGVDVFLWL]HQV·QHHGVJLYHVXVUHDVRQWRVXSSRVHWKDWDVRFLHW\RIMXVWLFHDV
IDLUQHVVZRXOGQRWEHFRQWUDU\WRFLWL]HQV·LQWHUHVWV$QGQRWE\WKHVWDQGDUGVRI
LQGLYLGXDOV·RZQGLYHUVHFRQFHSWLRQVRIWKHJRRGSUHFLVHO\EHFDXVHLIWKH
RYHUODSSLQJFRQVHQVXVLVVHFXUHGWKHQLQGLYLGXDOVKDYHUHDVRQVVWHPPLQJIURP
WKHLURZQFRQFHSWLRQVRIWKHJRRGWRVXSSRUWMXVWLFHDVIDLUQHVV)LQDOO\WKHK\EULG
YLHZGRHVQRWUHO\RQDQ\RQH·VKDYLQJEHHQEURXJKWXSLQFRQGLWLRQVRWKHUWKDQ
WKRVHLQZKLFKWKH\VKRXOGKDYHEHHQEURXJKWXS)RULQWKHILUVWSODFHWKH
FRQGLWLRQVLQZKLFKLQGLYLGXDOVLQWKH5DZOVLDQVRFLHW\DUHEURXJKWXSDUHDVFORVH
WRLGHDOFRQGLWLRQVRIQRQLQGRFWULQDWLRQDVDQREMHFWRUFRQFHUQHGDERXW
LQGRFWULQDWLRQFRXOGKRSHIRU$QGLQWKHVHFRQGSODFHWKHFRQGLWLRQVXQGHUZKLFK
MXVWLFHDVIDLUQHVVLVUHDOLVDEOHFDQEHUHDFKHGZLWKRXWUHFRXUVHWRWKHVRUWRI
V\VWHPDWLFLQGRFWULQDWLRQWKDWZRXOGOHDGXVWRUHMHFWDWKHRU\LILWZHUHWKHRQO\
PHDQVRIEULQJLQJWKHUHFRPPHQGHGPRUDOFRQFHSWLRQDERXW
7KHILQDOTXHVWLRQWKDW,DGGUHVVHGLQ&KDSWHUZDVFDQZHXVHWKHVWUDWHJ\RI
SROLWLFDOFRQVWUXFWLYLVPWRFRQVWUXFWDQHJDOLWDULDQWKHRU\"7KDW,WDNHLWLVDOVR
SDUWRI5DZOV·VDLPWKRXJKQRWLQLWLDOO\LQWKRVHWHUPVWKURXJKRXWKLVZRUN
&RQVHTXHQWO\,DWWHPSWHGWRUHFRQVWUXFW5DZOV·VDUJXPHQWIRUWKHGLIIHUHQFH
SULQFLSOHDVH[SUHVVLYHRI¶UHFLSURFLW\·LQRUGHUWRVKRZWKDWWKHDVVXPSWLRQVRQ
ZKLFKLWLVEDVHGFRXOGLQGHHGEHHPSOR\HGLQDSROLWLFDOFRQVWUXFWLYLVWSUHVHQWDWLRQ
7KLVPHDQVWKDWLWZRXOGEHSODXVLEOHWRVHHWKHPDVHODERUDWLRQVRIHOHPHQWVLQWKH
 
REMHFWFRQFHSWLRQWKDWHDFKSHUVRQVKDUHV$JRRGWHVWRIWKLVLVWKDW\RXDQG,
FLWL]HQVLQOLEHUDO:HVWHUQGHPRFUDFLHVDQGDPRQJWKHEHVWUHDOOLIHFRXQWHUSDUWVWR
WKHLPDJLQHG5DZOVLDQFLWL]HQILQGWKHDUJXPHQWFRQYLQFLQJ,WULHGWKHUHIRUH
VLPSO\WREULQJRXWWKHPRUDOLQWXLWLRQV³WKHXQIDLUQHVVRIDQ\RQH·VKDYLQJDFODLP
XSRQDJUHDWHUVKDUHRIWKHIUXLWVRIFRRSHUDWLRQMXVWLQYLUWXHRIKHUVXLWHGQHVVWR
WKHFRRSHUDWLYHV\VWHPLQTXHVWLRQJLYHQWKHQHFHVVLW\RIWKHFRQWULEXWLRQRIHDFK
SHUVRQWRWKHSURGXFWLRQRIWKRVHIUXLWV³XSRQZKLFKWKHDUJXPHQWLVEDVHGDQGWR
H[SODLQKRZWKH\VXSSRUWWKHHJDOLWDULDQLVPRIWKHGLIIHUHQFHSULQFLSOH7KHKRSHLV
WKDW\RXWKHUHDGHUZLOOILQGWKLVSODXVLEOH,IVRDQGZHFDQVXFFHVVIXOO\PDNHWKH
VDPHFDVHWRRWKHUVWKHQHJDOLWDULDQK\EULGFRQWUDFWXDOLVWMXVWLFHLVDFKLHYDEOH
0XFKPRUHZRXOGQHHGWREHVDLGIRUDFRPSOHWHMXVWLILFDWLRQRI5DZOVLDQ
OLEHUDOLVPE\DSSHDOWRWKHK\EULGWKHRU\,QSDUWLFXODU,KDYHQRWDGGUHVVHG
5DZOV·VILUVWSULQFLSOHDWDOODQG,KDYHQRWDUJXHGIRUWKHSULPDU\JRRGVPHWULF
EH\RQGH[SODLQLQJKRZLWPXVWEHEDVHGRQ¶DSDUWLDOVLPLODULW\LQWKHVWUXFWXUHRI
FLWL]HQV·SHUPLVVLEOHFRQFHSWLRQVRIWKHJRRG·7KDWLVFRPSDWLEOHZLWKQRQ
UHVRXUFLVWPHWULFVWKRXJK5DZOVKLPVHOIUHMHFWVWKHVH0\DLPKDVEHHQRQO\WR
VKRZKRZHJDOLWDULDQLVPRQZKDWHYHUPHWULFFDQEHMXVWLILHGRQDK\EULG
FRQWUDFWXDOLVWYLHZ


 7KHK\EULGYLHZDQGWKHDFWXDOFRQWUDFWXDOLVWWUDGLWLRQ
7KHDFFRXQW,KDYHEHHQGHYHORSLQJRIIHUVDGXDOXQLILHGK\EULGFRQWUDFWXDOLVW
FRQGLWLRQIRUWKHMXVWLFHRISURSRVHGPRUDOFRQFHSWLRQVDQGSURSRVHVWKDWDQ
HJDOLWDULDQPRUDOFRQFHSWLRQFDQPHHWLW0XFKRI&KDSWHUVDQGKDYHEHHQ
GHYRWHGWRH[SODLQLQJKRZWKHVHWZRSDUWVDUHFRQQHFWHGDQGKRZWKHMXVWVRFLHW\
 
DFFRUGLQJWRWKLVDFFRXQWLVFRQQHFWHGZLWKRXURZQ7KLVJLYHVWKHDFFRXQW
SHUKDSVDSHFXOLDUO\HPSLULFDODVSHFWFRQVLGHUHGQH[WWRPDQ\RWKHUFRQWHPSRUDU\
WKHRULHVRIMXVWLFH)HZVXFKWKHRULHVFRQFHUQWKHPVHOYHVZLWKZKDWHDFKPHPEHU
RIVRFLHW\DFWXDOO\WKLQNVDERXWPRUDOPDWWHUVH[FHSWLQGLUHFWO\LQWKHVHQVHWKDWDW
VRPHSRLQWLQDGHPRFUDWLFVRFLHW\DQ\SROLF\PXVWZLQWKHVXSSRUWRIVXIILFLHQW
QXPEHUVLILWLVWREHLPSOHPHQWHG2IFRXUVHWKH\OLNHWKHDUJXPHQWRI&KDSWHU
RIWHQVWDUWIURPLQWXLWLRQVWKDWWKHUHDGHULVSUHVXPHGWRVKDUHDQGLQWKDWVHQVH
VLQFHWKHWKHRULHVDUHDGGUHVVHGWRDQ\RQHZKRUHDGVWKHPWKH\DLPWRVKRZWKDW
HDFKSHUVRQDFFHSWVWKHLUFRQFOXVLRQV%XWWKH\GRQ·WH[SOLFLWO\DVNDERXWWKH
OLNHOLKRRGRIWKHDVVHQWRIHDFKSHUVRQEHVLGHVWKHUHDGHU$QGLQSDUWLFXODUWKH\
GRQ·WH[SOLFLWO\HPSOR\VXFKDVVHQWDVDFULWHULRQRIWKHMXVWLFHRILPSOHPHQWLQJWKHLU
SURSRVDOV(YHQDFWXDOFRQWUDFWXDOLVWWKHRULHVRIMXVWLFHWHQGQRWWREHWKRXJKWRI
DVGLVFXVVLQJDFFHSWDQFHLQWHUPVRISURSRVHGPRUDOFRQFHSWLRQV·ILWZLWK
LQGLYLGXDOV·PRUDOYLHZV5DWKHUWKHSURSRVHGPRUDOFRQFHSWLRQVDUHVDLGWRPHHW
WKHDFWXDOFRQWUDFWXDOLVWFRQGLWLRQEHFDXVHRIWKHOLNHOLKRRGRIFRQVHQWIRUQRQ
PRUDOPXWXDOO\GLVLQWHUHVWHGUHDVRQVE\HDFKSHUVRQ
7KHK\EULGFRQWUDFWXDOLVWDFFRXQWWKHQDVNVDERXWWKHOLNHOLKRRGRIDJUHHPHQW
RQPRUDOIRXQGDWLRQVDPRQJSHRSOHZKRLQPDQ\UHVSHFWVGLVDJUHHIXQGDPHQWDOO\
)XUWKHUPRUHLWDVNVXVWRVSHFXODWHDERXWWKHOLNHO\GHYHORSPHQWRILQGLYLGXDOV·
PRUDOYLHZVXQGHUSDUWLFXODUKLVWRULFDOFRQGLWLRQV7KLVPD\VHHPWRPDNHLWLQ
VRPHZD\VXQSKLORVRSKLFDO7RDFHUWDLQH[WHQWWKLVLPSUHVVLRQLVXQGHUPLQHGE\
GUDZLQJDWWHQWLRQWRWKHZD\VLQZKLFKDQRUGLQDU\SKLORVRSKLFDODUJXPHQWIURP
FHUWDLQLQWXLWLRQVIRUWKHHJDOLWDULDQLVPRI5DZOV·VGLIIHUHQFHSULQFLSOHGRXEOHVXS
LQDGGUHVVLQJLWVHOIWR\RX³DUHDGHULQWKHNLQGRIVRFLHW\LQZKLFKDFFHSWDQFHRI
WKDWDUJXPHQWLVK\SRWKHVLVHG³DVHYLGHQFHIRUWKHHPSLULFDOFODLPDERXWWKH
OLNHOLKRRGRIDFFHSWDQFHWRWKHH[WHQWWKDWLWLVVXFFHVVIXO%XWWRVRPHH[WHQWWKH
 
HPSLULFDODVSHFWLVDQ\ZD\LQNHHSLQJZLWKWKHDFWXDOFRQWUDFWXDOLVWWUDGLWLRQ$VZH
VDZLQ&KDSWHUERWK+REEHVDQG/RFNHVSHFXODWHDERXWKRZOLIHZRXOGEHDQG
ZKDWSHRSOHZRXOGWKLQNXQGHUFRQGLWLRQVSULRUWRDQ\RQH·VDFWXDODFFHSWDQFHLQWKH
VHQVHWKDWLVQHFHVVDU\IRUFLYLOVRFLHW\DVWKH\FRQFHLYHLW+REEHVFDQEHUHDGDV
VXSSRVLQJHLWKHUWKDWHDFKSHUVRQZRXOGVHHNKLVRZQSUHVHUYDWLRQRUWKDWHDFK
SHUVRQZRXOGZDQWDVLWXDWLRQLQZKLFKWKHJHQHUDOREVHUYDWLRQRIWKHODZVRI
QDWXUHZDVJXDUDQWHHGLQHLWKHUFDVHKHZRXOG¶VHHNSHDFH·WKHRQO\ZD\SRVVLEOH
WKURXJKWKHFUHDWLRQRIWKH/HYLDWKDQ/RFNHWRRFDQEHUHDGLQWZRZD\VHLWKHUDV
SURSRVLQJDQHHGIRUVHFXULW\RUDVSURSRVLQJDFFHSWDQFHRIWKHQRUPVRIWKHODZRI
QDWXUHDVWKHEDVLVRILQGLYLGXDOV·DJUHHPHQWWRWKHVRFLDOFRQWUDFW7KHSRLQWRI
WKHVHVSHFXODWLRQVLVWRJURXQGDMXGJPHQWDERXWZKDWSHRSOHGLGDFWXDOO\DFFHSWRU
ZRXOGDFWXDOO\KDYHDFFHSWHGVLQFHWKDWDFWXDODFFHSWDQFHLVDQHFHVVDU\FRQGLWLRQ
RIWKHMXVWLFHRIWKHPRUDOFRQFHSWLRQVEHLQJSURSRVHG7KHSURSRVDOLVKRVWDJHWR
WKHIDFWVDERXWZKDWSHRSOHUHDOO\GLGRUUHDOO\ZRXOGKDYHDFFHSWHGLQMXVWWKHZD\
WKDWWKH5DZOVLDQSURSRVDO,KDYHRIIHUHGLVKRVWDJHWRWKHIDFWVDERXWZKHWKHUZH
GRDFWXDOO\DFFHSWWKHHJDOLWDULDQHODERUDWLRQRILQWXLWLRQVRIIDLUQHVV
7KHK\EULGWKHRU\KDVDGYDQWDJHVRYHUWKH+REEHVLDQDQG/RFNHDQDSSURDFKHV
KRZHYHULQWKHIROORZLQJUHVSHFW7KHLUVSHFXODWLRQVPDNHQRDWWHPSWWRFRQQHFW
ZKDWWKH\VXSSRVHWKDWLQGLYLGXDOVZRXOGKDYHDFFHSWHGZLWKWKHPRUDOSV\FKRORJ\
RIKXPDQVEURXJKWXSVSHFLILFDOO\LQWKHVWDWHRIQDWXUH7KH\GUDZLQVWHDGRQZKDW
WKH\WDNHWREHLPPXWDEOHKXPDQQDWXUH$OWKRXJKRIFRXUVHRXUEHVW
XQGHUVWDQGLQJRIKXPDQQDWXUHPXVWSOD\DSDUWLQRXUH[SHFWDWLRQVDERXWZKDW
LQGLYLGXDOVZRXOGDFFHSWRUQRWLWLVVXUHO\LPSODXVLEOHQHYHUWKHOHVVWRVXSSRVHWKDW
LWLVXQLQIOXHQFHGE\WKHLQVWLWXWLRQVXQGHUZKLFKWKH\KDYHEHHQEURXJKWXS6R
VSHFXODWLRQVDERXWZKDWLQGLYLGXDOVGRRUGRQ·WDFFHSWDUHSURSHUO\DOVRLQIRUPHG
E\NQRZOHGJHDERXWVXFKLQVWLWXWLRQV+HUHWKH5DZOVLDQKHDGILUVWDSSURDFKLV
 
SUHIHUDEOHILUVWEHFDXVHLWWDNHVWKLVLGHDVHULRXVO\FRQFHUQLQJLWVHOIZLWKWKHHIIHFW
XSRQLQGLYLGXDOVWKDWDQXSEULQJLQJXQGHULQVWLWXWLRQVRIMXVWLFHDVIDLUQHVVZRXOG
KDYHDQGVHFRQGEHFDXVHZHKDYHILUVWKDQGNQRZOHGJHRIWKHQRUPDWLYHEHOLHIV
SUHYDOHQWXQGHULQVWLWXWLRQVVLPLODUWRWKRVHRIMXVWLFHDVIDLUQHVV,WLVWKHZRUULHV
DERXWLQGRFWULQDWLRQWKDWWKLVJLYHVULVHWR³QRWDWLVVXHZKHQRQHEDVHVRQH·V
VSHFXODWLRQVXSRQDVVXPSWLRQVDERXWLPPXWDEOHKXPDQQDWXUH³WKDWH[SODLQVWKH
RWKHUHPSLULFDODVSHFWRIWKHYLHZ,KDYHEHHQGHYHORSLQJ$SODXVLEOHDFFRXQWRI
WKHFRQGLWLRQVRILQGLYLGXDOV·DFFHSWDQFHRIMXVWLFHDVIDLUQHVVDVKLVWRULFDOO\SRVVLEOH
YLDSURFHVVHVRWKHUWKDQXSEULQJLQJXQGHULWVLQVWLWXWLRQVJLYHVXVUHDVRQWRJUDQW
WKDWDIRUPRILQGRFWULQDWLRQIRUVHOISHUSHWXDWLRQLVQRWWKHVROHVRXUFHRIWKDW
DFFHSWDQFH
$OORIWKLVJLYHVXV,EHOLHYHRQHZD\RIXQGHUVWDQGLQJ5DZOV·VFRQFHSWLRQRI
SROLWLFDOSKLORVRSK\DQGVSHFLILFDOO\MXVWLFHDVIDLUQHVVDV¶UHDOLVWLFDOO\XWRSLDQ·
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KRZIDULQRXUZRUOG«DGHPRFUDWLFUHJLPHFDQDWWDLQFRPSOHWHUHDOL]DWLRQRILWV
DSSURSULDWHSROLWLFDOYDOXHVµ
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7KHXWRSLDQLVPRIWKHK\EULGDSSURDFKOLHVLQWKH
VWDUWLQJSRLQWRID5DZOVLDQVRFLHW\ZHDVNDERXWLQGLYLGXDOV·RXWORRNVXQGHU
LQVWLWXWLRQVZKLFKDUHQRWWKRVHRIRXUZRUOGDVLWVWDQGV3DUWRIWKHVWRU\DERXW
WKHUHDOLVWLFSUDFWLFDELOLW\RIMXVWLFHDVIDLUQHVVPHDQZKLOHLVWROGE\WKHGLVFXVVLRQV
RILWVVWDELOLW\IRUWKHULJKWUHDVRQV%XWSDUWRILWPXVWDOVREHWROGE\WKHDFFRXQW
RIKRZZHJHWWRXWRSLDIURPZKHUHZHDUH,QWKLVVHQVHDWKHRU\PLJKWEH
UHDOLVWLFDOO\XWRSLDQRQO\ZLWKUHVSHFWWRSDUWLFXODUKLVWRULFDOFLUFXPVWDQFHV+REEHV
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DQG/RFNHFRXOGEHUHDOLVWLFDOO\XWRSLDQIRUSHRSOHLQWKHVWDWHRIQDWXUHEXWWKH\
DUHQRWUHDOLVWLFDOO\XWRSLDQIRUXVQRZ
+REEHVDQG/RFNHDUHLQDQRWKHUZD\QRWUHDOLVWLFDOO\XWRSLDQDWDOOWKRXJK
EHFDXVHDWKHRU\LVUHDOLVWLFDOO\XWRSLDQRQO\ZKHQLWLVZLOOLQJWRSUREHWKHOLPLWVRIWKH
SUDFWLFDEOH7RWDNHKXPDQQDWXUHDVDVWDUWLQJSRLQWZLWKRXWSD\LQJDWWHQWLRQWRLWV
PXWDELOLW\WRWKHUROHRIDPRUDOFRQFHSWLRQDVHGXFDWRU
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LVWRFRQFHQWUDWHXQGXO\
RQWKH¶UHDOLVWLF·$OWKRXJK5DZOVLQYRNHV5RXVVHDX·V¶PHQDVWKH\DUHDQG
LQVWLWXWLRQVDVWKH\PLJKWEH·LWZRXOGQRWEHZURQJWRVD\WKDWUHDOLVWLFXWRSLDQLVP
UHTXLUHVXVWRFRQVLGHUERWKPHQDQGLQVWLWXWLRQVDVWKH\PLJKWEH)RUKXPDQ
QDWXUHDVLWLVJLYHVXVVFRSHWRFRQVLGHUWKHGLIIHUHQWZD\VLQZKLFKZHFDQEH
PRXOGHG
7KH5DZOVLDQK\EULGYLHZGLIIHUVIURP+REEHV·VDQG/RFNH·VYLHZVDVZHOODV
WKHLUFRQWHPSRUDU\GHVFHQGHQWV·QRWRQO\LQWKHZD\V,KDYHMXVWGHVFULEHGEXWLQLWV
QRYHOEDVLVIRUWKHUHTXLUHPHQWRIDFWXDOFRQWUDFWXDOLVWOHJLWLPDF\LQWKHILUVWSODFH
8QGHUO\LQJ/RFNH·VDFWXDOFRQWUDFWXDOLVPLVDFRQFHSWLRQRILQGLYLGXDODXWRQRP\DV
ZKDW,FDOOHG¶DXWRQRPRXVOLYLQJ·7KLVH[SODLQVWKHUHTXLUHPHQWRIFRQVHQWIRUWKH
OHJLWLPDF\RIWKHLPSRVLWLRQRQLQGLYLGXDOVRIDPRUDOFRQFHSWLRQFRQVHQW
SUHVHUYHVDXWRQRPRXVOLYLQJEXWDV,DUJXHGLWDOVROHDGVWRDOHVVWKRURXJKJRLQJ
DFWXDOFRQWUDFWXDOLVWFRQGLWLRQWKDQZHPLJKWKRSH)RUWKHFRQFHUQZLWK
DXWRQRPRXVOLYLQJUXOHVRXWDPRUDOEDFNJURXQGLQZKLFKWKHFRQGLWLRQVRIWKDW
DXWRQRPRXVOLYLQJDV/RFNHFRQFHLYHVWKHPDUHQ·WVHFXUH2WKHUZLVHFRQVHQW
FDQ·WSUHVHUYHDXWRQRPRXVOLYLQJ7KHPRUDOEDFNJURXQGRIFRXUVHLVQ·WVXEMHFWWR

 5DZOVVWUHVVHVWKLVIXQFWLRQRIZKDW,·PFDOOLQJDPRUDOFRQFHSWLRQDW3/S1RWHWKDWKHLV
QRWUHIHUULQJWRVSHFLILFDOO\HGXFDWLRQDOSROLFLHVDVVRFLDWHGZLWKDJLYHQPRUDOFRQFHSWLRQ6HH
&KDSWHUVHFWLRQQRWHDERYH
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WKHDFWXDOFRQWUDFWXDOLVWWHVW+REEHV·VDFWXDOFRQWUDFWXDOLVPPHDQZKLOHFDQEH
UHDGDVPXFKPRUHWKRURXJKJRLQJWKDQ/RFNH·VLQWKLVVHQVHWKHPRUDOEDFNJURXQG
LVQRUPDWLYHO\YLUWXDOO\HPSW\$VDUHVXOWDQ\PRUDOFRQFHSWLRQPXVWSDVVWKH
DFWXDOFRQWUDFWXDOLVWWHVWLQRUGHUWREHMXVWLILHG%XWLW·VQRWDOWRJHWKHUFOHDUZKDW
WKHJURXQGRI+REEHV·VLPSRVLWLRQRIWKHWHVWLVLQWKHILUVWSODFHKHVLPSO\FODLPV
WKDWREOLJDWLRQVLQFOXGLQJWKHREOLJDWLRQQRWWRH[FHHGWKHERXQGVRIWKHUHVWULFWHG
OLEHUW\WKDWLQGLYLGXDOVKDYHXQGHUWKHVRYHUHLJQFDQDULVHRQO\WKURXJKYROXQWDU\
DFWV7KHLGHDRIWKHEXUGHQVRIMXGJPHQWOHDGVWRDQDFWXDOFRQWUDFWXDOLVWWHVW
ZKLFKKDVDUDWLRQDOHDVFOHDUDV/RFNH·VEXWZKLFKFDQFRQVLVWHQWO\EHDV
WKRURXJKJRLQJDV+REEHV·V,ILW·VUHDVRQDEOHWRGLIIHULQPRUDORXWORRNVDQGVR
XQUHDVRQDEOHWRH[SHFWRWKHUVWRDFFHSWDPRUDORXWORRNWKDWRQHDFWXDOO\DFFHSWV
RQHVHOIEXWWKDWWKH\GRQRWWKHQZHKDYHUHDVRQDFFRUGLQJWRWKHPRGDO
FRQWUDFWXDOLVWIUDPHZRUNWKDW,GLVFXVVHGLQ&KDSWHUVDQGWRVHHNDQG
LPSOHPHQWDPRUDOFRQFHSWLRQEDVHGRQIXQGDPHQWDOHOHPHQWVZKLFKQRRQH
DFWXDOO\UHMHFWV7KLVLVDQDFWXDOFRQWUDFWXDOLVWWHVWEXWLWVEDVLVLVQHZZLWK5DZOV
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 7KHK\EULGYLHZDQGOHIWOLEHUWDULDQLVP
,VDLGDWWKHRXWVHWRIWKLVWKHVLVWKDWP\DLPZDVWRGLVWLQJXLVKDZD\RIFRPELQLQJ
HJDOLWDULDQLVPZLWKWKHDWWUDFWLRQVRIDFWXDOFRQWUDFWXDOLVP0\DWWHPSWWRGRVRLV
QRWXQLTXH,QUHFHQW\HDUVWKHUHKDVEHHQDUHYLYDORILQWHUHVWLQZKDWKDVFRPHWR
EHNQRZQDV¶OHIWOLEHUWDULDQLVP·ZKLFKDVLWVQDPHVXJJHVWVFRPELQHVWKHDFWXDO
FRQWUDFWXDOLVPLPSOLFLWLQOLEHUWDULDQWKHRULHVVXFKDV1R]LFN·VZLWKWKH
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HJDOLWDULDQLVPRIWKHOHIW
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,ZDQWWRHQGZLWKDEULHIFRPSDULVRQRIWKLVDSSURDFK
ZLWKP\RZQDQGWRVD\ZK\,WDNHWKHK\EULG5DZOVLDQYLHZWREHSUHIHUDEOH0\
IXQGDPHQWDOSRLQWLVWKDWOHIWOLEHUWDULDQLVPWKRXJKSUHIHUDEOHWRULJKW
OLEHUWDULDQLVPIURPDQHJDOLWDULDQSRLQWRIYLHZLVQHYHUWKHOHVVQREHWWHUIURPDQ
DFWXDOFRQWUDFWXDOLVWSRLQWRIYLHZ7KHK\EULGYLHZRQWKHRWKHUKDQGLV
SUHIHUDEOHLQERWKUHVSHFWV
/HIWOLEHUWDULDQYLHZVLQYROYHWZRHVVHQWLDOFRPPLWPHQWVLQGLYLGXDOVHOI
RZQHUVKLSDQGHJDOLWDULDQZRUOGRZQHUVKLS7KHFRPPLWPHQWWRLQGLYLGXDOVHOI
RZQHUVKLSLVUHIOHFWHGLQWKHDVVHUWLRQRIDVHWRI/RFNHDQQDWXUDOULJKWVZKLFK
DPRQJRWKHUWKLQJVFUHDWHDQDFWXDOFRQWUDFWXDOLVWWHVWIRUWKHLPSRVLWLRQRIDQ\
PRUDOFRQFHSWLRQEH\RQGWKDWHQWDLOHGE\WKHQDWXUDOULJKWVWKHPVHOYHV/HIW
OLEHUWDULDQVDUHW\SLFDOO\SROLWLFDOYROXQWDULVWV
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
)RUWKHLPSRVLWLRQRIDPRUDO
FRQFHSWLRQLQYROYHVFRHUFLRQEH\RQGWKDWLQYROYHGLQWKHPDLQWHQDQFHRIRXU
QDWXUDOULJKWV
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
DQGVXFKFRHUFLRQLQIULQJHVLQGLYLGXDOVHOIRZQHUVKLSLQWKHVHQVH
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 )RUDVXPPDU\RIWKHOHIWOLEHUWDULDQSRVLWLRQVHH3HWHU9DOOHQW\QH´/HIW/LEHUWDULDQLVP$
3ULPHUµ)RUPRUHGHWDLOHGGHIHQFHVHH+LOOHO6WHLQHU$Q(VVD\RQ5LJKWV0LFKDHO2WVXND
/LEHUWDULDQLVPZLWKRXW,QHTXDOLW\DQG9DOOHQW\QH6WHLQHUDQG2WVXND´:K\/HIW/LEHUWDULDQLVP,V1RW
,QFRKHUHQW,QGHWHUPLQDWHRU,UUHOHYDQWD5HSO\WR)ULHGµ)RUFULWLFLVPVHH%DUEDUD)ULHG´/HIW
/LEHUWDULDQLVP$5HYLHZ(VVD\µDQG´/HIW/LEHUWDULDQLVP2QFH0RUH$5HMRLQGHUWR9DOOHQW\QH
6WHLQHUDQG2WVXNDµDQG0DWKLDV5LVVH´'RHV/HIW/LEHUWDULDQLVP+DYH&RKHUHQW)RXQGDWLRQV"µ
 6HHIRUH[DPSOH2WVXND/LEHUWDULDQLVPZLWKRXW,QHTXDOLW\&KDSWHU
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 /RFNHDQOHIWOLEHUWDULDQVVXSSRVHWKDWHYHQWKHPDLQWHQDQFHRIRXUQDWXUDOULJKWVUHTXLUHVHDFK
SHUVRQ·VDFWXDODFFHSWDQFHLILWLVSHUIRUPHGE\DFRHUFLYHVWDWH%XWWKDWLVEHFDXVHDFRHUFLYHVWDWH
GHULYHVLWVVWDWXVDVVXFKIURPWKHGHOHJDWLRQWRLWRIHDFKSHUVRQ·VQDWXUDOULJKWWRSXQLVK,Q
GHOHJDWLQJKHUQDWXUDOULJKWWRSXQLVKLQWKLVZD\HDFKSHUVRQUHOLQTXLVKHVLW$IWHUGHOHJDWLQJLWVKH
PD\QRWH[HUFLVHLWKHUVHOIDQGPD\EHFRHUFHGQRWWRH[HUFLVHLW7KHUHIRUHVWDWHFRHUFLRQHYHQ
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DIILUPHGE\WKHOHIWOLEHUWDULDQ
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7KHFRPPLWPHQWWRHJDOLWDULDQZRUOGRZQHUVKLS
PHDQZKLOHLVUHIOHFWHGLQWKHDVVHUWLRQRIHJDOLWDULDQFRQGLWLRQVRQWKHSHUPLVVLEOH
XVHRUDSSURSULDWLRQRIH[WHUQDOWRWKHSHUVRQQDWXUDOUHVRXUFHV

7KHVH
FRQGLWLRQVDUHUHODWHGWRWKHRULJLQDORZQHUVKLSRIWKRVHUHVRXUFHVMRLQWO\RZQHG
RZQHGLQFRPPRQRUXQRZQHG6RIRUH[DPSOH¶*HRUJLVWOLEHUWDULDQV·KROGWKDW
´DJHQWVPXVWSD\WKHIXOOFRPSHWLWLYHYDOXHRIWKHQDWXUDOUHVRXUFHVWKDWWKH\
DSSURSULDWHµZLWKWKHSD\PHQWEHLQJVKDUHGLQDQHJDOLWDULDQPDQQHUDPRQJWKH
UHPDLQLQJDJHQWV

2WKHUVDUJXHWKDWDJHQWVPD\DSSURSULDWHQDWXUDOUHVRXUFHVDV
ORQJDVQRRQHDSSURSULDWHVDVKDUHWKDWLVPRUHWKDQLVFRPSDWLEOHZLWKHDFK
SHUVRQ·VKDYLQJDQHTXDOO\DGYDQWDJHRXVVKDUHZKHUH¶HTXDOO\DGYDQWDJHRXV·LV
XQGHUVWRRGLQOXFNHJDOLWDULDQWHUPV

6LQFH,DPLQWHUHVWHGLQOHIWOLEHUWDULDQLVPDV
DFRPSHWLWRUWRWKHK\EULGYLHZ,VKDOOUHVWULFWP\IRFXVWRWKRVHOHIWOLEHUWDULDQV
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ZKHQLWLVUHVWULFWHGWRWKHPDLQWHQDQFHRIRXUQDWXUDOULJKWVLQWKHZD\WKDWWKH/RFNHDQLPDJLQHVLV
FRHUFLRQZKLFKLVLQRQHVHQVHEH\RQGZKDWLVLQYROYHGLQWKHPDLQWHQDQFHRIRXUQDWXUDOULJKWV
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 /HIWOLEHUWDULDQULJKWVRIVHOIRZQHUVKLSPXVWEHVWURQJHQRXJKWRJLYHSODXVLEOHVXEVWDQFHWRWKH
LGHDWKDWWKH\DUWLFXODWHDFRQFHSWLRQRILQGLYLGXDOVDVVHOIRZQHUVEXWQRWVRVWURQJDVWRHOLPLQDWH
WKHSRVVLELOLW\RIDOODFWLRQJLYHQWKHDWOHDVWVPDOOFKDQFHLQKHUHQWLQDQ\DFWLRQRIXQIRUHVHHQ
LQIULQJHPHQWRIVXFKULJKWVVHH2WVXND/LEHUWDULDQLVPZLWKRXW,QHTXDOLW\SS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WRWKHSHUVRQ·DGPLWVLQOHIW
OLEHUWDULDQWKRXJKWRIDZLGHUDQJHRILQWHUSUHWDWLRQVQRWDOORIZKLFKDUHQDWXUDOO\LQFOXGHGXQGHU
WKDWGHVFULSWLRQ6WHLQHUIRUH[DPSOHHIIHFWLYHO\LQFOXGHVJHUPOLQHJHQHWLFLQIRUPDWLRQDVH[WHUQDO
LQWKHUHOHYDQWVHQVH
 9DOOHQW\QH´/HIW/LEHUWDULDQLVP$3ULPHUµS7KLVLVWKHYLHZKHOGE\6WHLQHUDPRQJRWKHUV
 7KLVLV2WVXND·VYLHZ6HH/LEHUWDULDQLVPZLWKRXW,QHTXDOLW\SS
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ZKR´ZLVKWRGHPRQVWUDWHWKDWWKHLUOLEHUWDULDQFRPPLWPHQWVDUHDWOHDVWQHDUO\IXOO\
FRQVLVWHQWZLWKWKHHJDOLWDULDQLVPRISHRSOHVXFKDV5DZOVDQG'ZRUNLQµ
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
5LJKWOLEHUWDULDQYLHZVVXFKDV1R]LFN·VFDQEHVHHQDVKDYLQJWZRFRUH
FRPSRQHQWV7KHILUVWLVDFRPPLWPHQWWRULJKWVRIVHOIRZQHUVKLSDQGDV*$
&RKHQKDVDUJXHGWKLVLVWKHVRXUFHRIPXFKRIOLEHUWDULDQLVP·VDWWUDFWLRQ7KH
VHFRQGLVDFRPPLWPHQWWR³DWPRVW³RQO\PLQLPDOGLVWULEXWLYHFRQVWUDLQWVRQ
ZRUOGRZQHUVKLS,Q1R]LFN·VSUHVHQWDWLRQRIOLEHUWDULDQLVPLQ$QDUFK\6WDWHDQG
8WRSLDERWKRIWKHVHFRPPLWPHQWVDUHHODERUDWHGVLPSO\DVFRQVHTXHQFHVRIWKH
QDWXUDOULJKWVWKDW1R]LFNWDNHVHDFKSHUVRQWRKDYHLQYLUWXHRIWKHLULQYLRODEOH
PRUDOVWDWXV7KHGLVWLQFWLYHOHIWOLEHUWDULDQPRYHLVWRVHHWKDWDIILUPLQJULJKWVRI
VHOIRZQHUVKLSQHHGLPSO\QRWKLQJZLWKUHVSHFWWRZRUOGRZQHUVKLSDQGKHQFHWKDW
WKHDWWUDFWLRQRIVHOIRZQHUVKLSLVFRPSDWLEOHZLWKHJDOLWDULDQGLVWULEXWLYH
FRQVWUDLQWVRQZRUOGRZQHUVKLS
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+HQFHWKHWZLQOHIWOLEHUWDULDQFRPPLWPHQWV
0\DFWXDOFRQWUDFWXDOLVWDQDO\VLVRIOLEHUWDULDQLVPLQ&KDSWHUVXJJHVWV
KRZHYHUWKDWDQRWKHUVRXUFHRIOLEHUWDULDQLVP·VDWWUDFWLRQPLJKWEHWKHIDFWWKDWWKH
FRHUFLYHLPSRVLWLRQRIDQ\GLVWULEXWLYHFRQVWUDLQWVLQD1R]LFNHDQZRUOGZRXOG
KDYHWREHVXEMHFWWRDQDFWXDOFRQWUDFWXDOLVWWHVW1R]LFN·VPRUDOEDFNJURXQGLV
EURDGO\ODLVVH]IDLUHZLWKUHVSHFWWRZRUOGRZQHUVKLSPRUHRUOHVVDQ\GLVWULEXWLRQRI
ZRUOGO\UHVRXUFHVLVFRPSDWLEOHZLWKLW0RUHRYHUQRSDUWLFXODUGLVWULEXWLRQZRXOG
EHWKHUHVXOWKHWKLQNVRILQGLYLGXDOV·DFWVRIDFFHSWDQFHDJDLQVWWKDWPRUDO

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,UUHOHYDQWµS
 2WVXNDSODXVLEO\VXJJHVWVWKDWLQIDFWVHOIRZQHUVKLSPDLQWDLQVLWVDWWUDFWLRQRQO\LILWLPSOLHV
VXIILFLHQWZRUOGRZQHUVKLSULJKWVWRSUHYHQWDQ\RQH·VEHLQJIRUFHGE\QHFHVVLW\WRZRUNIRUDQ\RQH
HOVH%XWWKLVLQKLVYLHZLVDWOHDVW´FRQWLQJHQWO\µ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